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SUBJECT: POSSIBLE EXPORT SUBSIDIES ON SOYBEAN OIL 

REF: STATE 128039 

1. AS WASHINGTON AGENCIES ARE WELL AWARE, BRAZIL'S 
EXPORT INCENTIVE SYSTEM IS APPLICABLE ACROSS-THE- 
BOARD, COVERING ALL BRAZILIAN EXPORTS. SOYBEANSOIL, 
THEREFORE, CAN PRESUMABLY BENEFIT FROM THE SAME INCENTIVES 
AS CASTOR OIL. HOWEVER, A TREASURY DEPT. LEARNED DURING THE 
COUNTERVAILING DUTY INVESTIGATION ON SHOES, THERE IS A 
SIGNIFICANT DIFFERENCE BETWEEN THE MERE AVAILABILITY 
OF EXPORT INCENTIVES AND THE DEGREE TO WHICH THEY ARE 
UTILIZED BY INDIVIDUAL EXPORTERS. TREASURY FOUND 
THAT THE UTILIZATION RATE IS, AMONG OTHER THINGS, A 
FUNCTION OF A FIRM S TOTAL SALES, THE EXPORT/TOTAL 
SALES RATION, PROFITS, ETC.. CONSEQUENTLY, TO DETERMINE 
THE EXISTENCE OR NON-EXISTENCE OF A SUBSIDY, UNDER THE 
U.S CONTERV AILING DUTY LAW AS ADMINISTERED BY 
THE DEPARTMENT OF THE TREASURY, REQUIRES A THOROUGH 
INVESTIGATION OF THE FISCAL DATA OF THE EXPORTING 
FIRMS. THIS, AS DEPARTMENT AND TREASURY KNOW, IS 
A VERY CUMBERSOME PROCESS TOUCHING ON VERY 
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BOTH THE GOB AND PRIVATE EXPORTERS. IN ADDITION, 

WE ASSUME THAT, SHOULD A SUBSIDY EXIST ON BRAZILIAN 
SOYBEAN OIL EXPORTS, ITS IMPACT WOULD BE FELT BY 
U.S. EXPORTS TO THIRD COUNTRIES (WE ASSUME THE U.S. 

DOES NOT IMPORT BRAZILIAN SOYBEAN OIL) AND IS NOT 
DIRECTLY AFFECTING THE U.S. MARKET. 

2. GIVEN THE STILL UNDEFINED NATURE OF THE PROBLEM 
AND THE SENSITIVITIES SURROUNDING IT, THE EMBASSY 
WOULD STRONGLY RECOMMEND THAT THE MATTER NOT REPEAT 
NOT BE BROUGHT UP DURING SECRETARY BUTZ’S VISIT. 
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